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SUBCOMMITTEE REPORT ON INVESTIGATION OF REHABIL- 


ITATION COSTS AT SAMPSON AIR FORCE BASE, GENEVA, 
N. Y. 


During World War II, the Navy built a very large training station 
on the shores of Lake Seneca, about 8 miles from the city limits of 
Geneva, N. Y. Its construction was of a “temporary type’’ but. cost 
then about $85,000,000. It housed between 20,000 and 30,000 men. 
There were on it large drill and mess halls and other training facilities 
for that type of installation. At the time it was built many materials 
were in short supply and a large amount of inferior metal was used in 
the plumbing. Other materials were of a substitute variety. 

After the cessation of hostilities, the Navy virtually abandoned the 
property. A portion of it was turned over to the State of New York 
which operated it as Sampson College. That use was terminated 
some time before this investigation began; but the State continued 
to occupy a portion of the property as a hospital. 

In the fall of 1950, the Defense Department allocated Sampson to 
the Air Force for use as a training center; and jurisdiction was trans- 
ferred administratively. 


AIR FORCE PLANNING 


On November 16, 1950, the Air Force made available to the Corps 
of Engineers $4,166,000. Plans and specifications were delivered 
to a large number of contractors and were advertised in the trade 
journals. As a result there were 13 bids received. The lowest bid 
was from Five-Boro Construction Co. and Malan Plumbing Co., for 
a total of $2,677,721. The next lowest bid was $3,390,403. There 
were five bids between $3,500,000 and $4,000,000. From that point 
other bids ranged up to $6,062,000. All bids were opened December 
21, 1950. The low bidder was awarded the contract on December 27, 
1950, as a joint venture known as Five-Boro-Malan Construction Co., 
incorporated for that purpose. 

The engineers testified that in December 1950 they received 
information from Air Force field representatives at Sampson that 
the scheduling of the work was to be changed and accelerated. Under 
these circumstances the engineers say they put the question to the 
Air Force as to whether or not a unit price contract, such as advertised, 
was suitable for the job. 

The Air Force command at Washington advised the engineers that 
it preferred a unit price contract because the Air Force ‘‘wanted to 
get as much as they could out of the contract.” The engineers 
testified this meant that the Air Force wanted to get as much work 
as it could because the “funds available for this work were limited.” 
The testimony is that this conversation occurred between the engineers 
and the Air Force at Washington. Notwithstanding information 
as to the proposed acceleration of delivery date, which had come to the 
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knowledge of the engineers through the district engineer at New York, 
the Air Force assured the engineers that they need not be concerned 
“that the time element would not be a governing factor and that the 
engineers could consider a 90-day delivery date.”’ The engineers 
testified that they explained to the Air Force that the contractual 
arrangements which the engineers were pursuing “did not appear 
suitable,” if the engineers were expected to meet the new and acceler- 
ated schedule indicated by Air Force field personnel at Sampson. 

This conversation occurred before the 21st of December, when bids 
were received. A contract was awarded on the basis of the original 
specifications which called for a completed job by March 1, or 90 days 
from the issuance of the contract. There were no other conver- 
sations having to do with the change of delivery date or type of con- 
tract occurring between the engineers and the Air Force prior to the 
actual signing of the contract on December 27, 1950. 

But the testimony is that immediately after the contract had been 
awarded conversations between engineers and Air Force at Sampson 
indicated that the completion date which the engineers had established 
in the contract would not satisfy Air Force requirements for housing 
personnel. The testimony also is that an his Pores engineer colonel 
was present at the bid opening and then and there undertook discus- 
sions with the low bidder concerning expediting the work, additional 
cost, etc. The engineers stated that December 21 was the first date 
on which the district engineer had noticed that the Air Force was 
interested in expediting. Nevertheless, the contract was signed on 
December 27, 1950. On January 2, 3, and 4, 1951, a conference was 
held at Sampson on the subject of expediting the work, the means of 
expediting, and the additional cost to be incurred. On January 10, 
1951, an agreement was signed between local Air Force representa- 
tives, the district engineer, and the contractor. 

The testimony is that the engineers never did receive a direct com- 
munication concerning the change in completion dates; and that the 
first official notice from the Air Force occurred at the conference at 
Sampson, in January 1951. At that time it was agreed to telescope 
the work from 90 to 30 days. Not all of the work contracted for was 
to be on a 30-day delivery; but certain large increments were scheduled 
for delivery within 30 days, some others within 60 days, and a few 
within 90 days. The work started following this conference of 
January 2 to 5, 1951, under the contract award of December 27, 1951, 
and continued until February 23, 1951, at which time the Five-Boro- 
Malan Construction Co. contract. was terminated, 

The circumstances leading up to the termination are these: 

The district engineer by letter of February 13, 1951, requested this 
authority and proposed to award a cost-plus-fixed-fee contract to 
Caldwell-Wingate Co. and J. A. Johnson Co. There had been some 
preliminary conversation upon the subject of cancellation. The testi- 
mony is that the matter was then discussed by the engineers in Wash- 
ington with the Air Force because “it became apparent to all con- 
cerned that the conditions were so changed from those initially pic- 
tured that different contractual arrangements were necessary’’; that 
it was not feasible to work out a contract on the basis of unit prices 
because the quantities exceeded the units specified and the Govern- 
ment stood to lose money because “the original contract contemplated 
that the units would be over a widely spread area.’”’ Those costs 
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would no longer be borne by the contractor so the contractor would be 
in a position to make profits in excess of what ‘‘we originally planned.” 
That was one of the considerations for termination. The change- 
over in delivery date was the governing consideration. 

About this time the the engineers were advised of the number of 
airmen coming from Lackland Field, Tex., which had been greatly 
overrun. However, notwithstanding the alleged shortage of Air 
Force funds, it appears that on January 12, 1951, the Air Force made 
available an additional $1,834,000 so that the total on hand for the 
engineers was roughly $6,000,000. Yet, it appears that the initial 
engineer’s estimate was only $3,238,901; and that the low bidder was 
$561,180 habe the engineer’s estimate. The information of the com- 
mittee is that the Air Force estimated the cost of doing the work 
specified at approximately $6,000,000. 

‘here is quite a discrepancy in the information upon which the 
district engineers and the Air Force are presumed to have acted. The 
amount of the low bid was certainly well within available funds and 
the district engineers estimate was certainly within available funds. 
More than enough was made available to meet the Air Force’s own 
estimate. This testimony presents an irreconcilable conflict. 

It now appears that the Air Force in Washington on February 7, 
1951, had decided to increase the scope of the work and were, according 
to the engineers, concerned with the capacity of the contractor. A 
decision was reached to terminate the lump-sum contract. So, on 
February 23, 1951, the original contract was terminated. A letter 
contract was issued on February 24, 1951, for $2,500,000 and new 
joint ventures were selected by the district engineers; they were J. A. 
Johnson Co. and Caldwell-Wingate Co. The district engineer stated 
that he felt he had a moral obligation to Five-Boro-Malan and so he 
insisted that they participate in the joint venture on a cost-plus-fixed- 
fee basis. 

Meanwhile, additional funds totaling $14,000,000 were made avail- 
able for the cost-plus-fixed-fee contract; and there is testimony in the 
record that these joint ventures were more or less promised that they 
would receive an additional $20,000,000 of cost-plus work. It later 
developed that the engineers decided to submit that contract for bid. 

This subcommittee was formed on March 26, 1951, and immediately 
undertook to investigate the complaints which had been lodged with 
Members of Congress and publicized in local newspapers. Most, if 
not all of the complaints centered around charges of excessive payroll, 
loafing on the job, plundering of supplies, the use of unskilled labor, 
the use of expensive labor, the waste of materials, the scrapping of 
useful articles left on the base by the Navy Department and the 
State of New York, the failure to salvage and rehabilitate, mismanage- 
ment and lack of supervision; and there also were some suggestions 
of irregularities in the letting of the contracts. 

The subcommittee wrote, telephoned, telegraphed, and in many 
cases personally visited and solicited each and every person who wrote 
any complaint, or claimed to have any knowledge of conditions war- 
ranting an investigation. But the subcommittee was unable to elicit 
any factual information whatsoever from any of these individuals. 
In fact, only a few individuals were willing to disclose anything to 
the subcommittee at all, either privately or publicly. 
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The subcommittee finally decided to call a public hearing to which 
were invited by telephone, telegram, and personal solicitation every 
person who claimed to have any factual information bearing upon the 
conditions which the subcommittee was called upon to investigate. 

The newspapers cooperated, not — in Geneva, but in all of the 
surrounding towns, by announcing the hearing and requesting persons 
having information to appear and inform the subcommittee. The 
radio stations in the vicinity for several days announced repeatedly 
the presence of the subcommittee and requested information which 
would be useful in the public interest. Telegrams were sent and 
telephone calls were made to the writer of every letter. Whenthe 
public hearing was called, only four persons appeared. One of those 
witnesses stated that although his information was hearsay, his source 
was a man named Davis who had been employed at the base. The 
subcommittee got the payrolls and summoned every person appearing 
on the payroll by the name of Davis—a total of 11 in all. One of the 
11 proved to be the alleged informant. His sworn testimony was that 
he was the Davis who was related to the owner of a restaurant in 
which these charges were presumed to have been uttered and the only 
relative answering that description. He testified under oath he 
hadn’t been in the restaurant where the disclosures were presumed to 
have been made during the time he had worked at Sampson Air Force 
Base. He testified that he was a carpenter; that he saw no waste; 
that while he earned about $220 a week, he could see nothing wasteful 
in the operation, but when he got to the buildings they did not look 
too bad on the outside but on the inside they were rotten; that he 
had never made any statement to the contrary; that he had never 
seen any people sleeping or congregating in buildings nor observed 
any irregularities. In general, his testimony repudiated everythin 
that he was alleged to have said. This was the closest to a first-han 
source that any informant was able to give the subcommittee concern- 
ing any of the matters referred to in the volume of letters received. 

After the subcommittee returned, a photographer offered to send 
pictures showing waste and other extravagances in the rehabilitation. 
When the subcommittee inquired on the subject, it was found that 
the pictures were ‘‘for sale’? and that the subcommittee would be 
required to buy them as a “pig in a poke.” 

In short, the witnesses whose complaints were the loudest completely 
failed their Government in assisting its public servants to ferret out 
the wrongdoing that they were so eloquent in denouncing. The net 
result of allof the complaints exposed a web of gossip, speculation, 
innuendoes, and hearsay. 

The subcommittee makes this observation: The cooperation of an 
aroused public is the only real source for assistance to a subcommittee 
of the Congress which has many duties for itself and its staff; and 
failing to réceive that type of cooperation, being met with disappear- 
ances and disappointments, the labor of investigation is onerous and 
unsatisfactory. Nevertheless, this subcommittee and its staff did 
run down every lead, examine every possible source of information, 
and now reports as follows under the subject heading of the complaints: 

Part of the testimony is summarized as follows: It was all the com- 
mittee received. 

One witness very frankly said, “I can give you a little more hearsay, 
but I can’t back it up any more than the rest.”’ 
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He told the committee about the high wages being paid for week- 
end work and also about the lack of skill which he said was not pos- 
sessed by many of the workmen. He deplored the excessive cost of 
the whole project as unnecessary and wasteful and not good business. 

Another self-employed plumber appeared who gave the committee 
more hearsay information, reciting several minor instances where he 
thought the work was unskilled and excessive in cost. A general con- 
tractor testified as to the large pay checks received by himself and 
others; and advised the committee how he was required to work on 
Saturdays and Sundays. He told of not having material with which 
to work and he was there when the troops were being moved in. Of 
the 225 men he had to supervise, he didn’t fire any for lack of work 
or lack of skill; and he found all of the men with whom he worked 
doing a good job, but he did think some other people were not skilled 
carpenters and had no previous experience and still got jobs. He did 
not know of any instances where people were paid for work they did 
not perform and he was disturbed over the removal of some of the 
flooring which he thought could be used over again; and he com- 
plained in some instances he was told to use new lumber because the 
contractors got paid for it. He complained that he was fired on 
March 16, 1951. The contractors’ representative said he was still 
eligible for work. He had a tally of waste in replacing glass in some of 
the buildings which he had kept in a notebook. He said some plumb- 
ers loafed. He saw one man drunk, and he saw a lot of bottles stand- 
ing around continuously. But he couldn’t identify anyone in general. 
While he was dissatisfied with some of the operations, he was quite 
sure he and his crew had rendered satisfactory service. 

Another complained although he was a carpenter most of his life 
he was unable to get a job at the base and he complained he had to 
join a union at Seneca Falls. 


EXCESSIVE WAGES 


An examination of the payrolls shows that there were many large 
payments during the months of January, February, and March, 1951. 
All were due to overtime payments. For example, plumbers were 
employed at a base rate of $5 per hour. Each received double that 
rate for overtime. Many, if not all, worked on Saturday and Sunday; 
so that on those days the pay was at the rate of $80 per day. In one 
week there were 70 plumbers so employed. 

Operating engineers received in most instances overtime pay on 
Saturday and Sunday of $60 per day. Foremen, because of overtime, 
were drawing from $240 to $280 per week, consistently. But the 
committee did not find any instance in which there were any pay- 
ments made in violation of or in excess of basic wage labor contracts 
of the several trades prevailing in the area where the work was being 
performed. As far as our investigation discloses- the agreed rates 
were paid. But, of course, those rates when running into overtime 
(Saturdays, Sundays, and nights at double time) rapidly add up to 
large amounts for each individual worker. When these large checks 
began to appear in the neighborhood, of course the public was shocked 
and aroused. Indeed the public had a right to be concerned. 

The subcommittee examined into several outstanding instances of 
large amounts paid to individuals. The most prominent one was 
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examined at an open hearing. This worker was paid $543 for 110% 
hours. He claimed to have worked 40 regular hours and 70% hours 
overtime. His regular earnings would have been $120 for the 40- 
hour week; but his overtime amounted to $423—so that his total 
pay was $543. His testimony before the subcommittee placed a 
strain on the imagination to believe that a workman could render 
satisfactory service continuously over such along period. He claimed, 
for example, to have worked 23% hours in 1 day. There was no one 
in a position to dispute him; and while we may be skeptical, it is 
nevertheless entirely possible that such an amount of time was put 
in. ‘The man appeared to be entirely honest and completely candid. 

The conditions recited were bound to occur, because of the faulty 
planning of this job as a whole. It is utterly impossible to expect the 
delivery of rehabilitated buildings within 30 days in a place as remote 
as Sampson Air Force Base without drawing heavily upon the overtime 
pay scale of workers. But, as we point out elsewhere in this report, 
Air Force recruits were on the train and provisions had to be made for 
their housing and feeding at Sampson. 

To the credit of the contractor and its employees and the other per- 
sonnel on the base it must be said that, notwithstanding the price paid, 
the buildings were delivered and there was a place for recruits when 
they arrived. 

WASTE OF MATERIALS 


The subcommittee’s examination and interrogation on the site 
showed that because of the change in scheduling, a large amount of 
cannibalizing was done primarily because of the lack of materials. 
Workmen took the nearest article,;such as doors and sash, and im- 
provised as best they could to make buildings ready. That meant 
excessive cost and waste, because the work, in most instances, had to 
be done over and the items replaced. 

An examination of the buildings showed that many of them had 
rotted floors and understructure because of excessive moisture retained 
through lack of ventilation while the buildings were closed, or moisture 
which seeped in from leaking roofs. This type of rehabitation was 
extremely costly. 

The greatest waste occurred in the plumbing and heating rehabilita- 
tion. A great deal of the material which was originally installed as 
black iron was of an inferior quality and was used only because of 
shortages; Sampson was originally built as a temporary base. The 
useful life for much of this pipe was not more than 10 years. That 
period had run out. The inevitable deterioration was postponed a 
little bit by the occupancy and use by the State of New York. But, 
as is generally recognized, deterioration proceeds with great rapidity 
in unoccupied buildings. 

Flooring had to be removed in most of the buildings. They were 
all alike in construction so that the committee was able to observe 
in those untouched, the conditions which prevailed in those which had 
been rehabilitated. The flooring had to be taken up. Some of it 
was reworked and replaced, some of it was scrapped. Much of the 
underpinning was rotten and had to be replaced. The roofs were in 
disrepair. 

But, because of the rapidity with which the work was done and the 
lack of inspectors (as will be pointed out later), the committee is of 
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the opinion, and some of those interrogated who worked on the base 
admitted, that all cases of doubt on the suitability of materials were 
resolved against the Government. So that the stockpile of removed 
materials which the committee examined contained a great deal of 
material which could have been rehabilitated and reused had there 
been sufficient time in which to do it. 

There were suggestions made that some material had been removed 
and buried to hide it from public view. The committee made a thor- 
ough examination and is satisfied that this report is untrue. 

There were other reports that material had been removed from the 
base. It is possible that some material was removed in workmen’s 
cars; but the committee is satisfied that a check was placed at the 
gates and that there was an honest attempt to prevent losses of this 
kind. Whatever did get away, if any in fact did, was well secreted 
and insignificant in amount. The inventories and accounts of the 
salvage officer were in balance. 


INSPECTION 


For reasons which are not completely explained to this subcom- 
mittee it appears that the district engineer’s office in New York failed 
to grasp the requirements of a job of this kind and failed to fully assess 
his responsibility and rise to meet it. 

The prime failure was to properly evaluate the work which that 
office was required to perform. The excuse is that the Air Force lulled 
them into a sense of security. Undoubtedly, there is evidence to 
sustain this view; but how could a district engineer ignore the visible 
evidence before him that this job was going to be accelerated? Every 
sign pointed to it. 

The same lackadaisical attitude or lack of evaluation occurred in 
the assignment of officers and inspectors to this job. That comple- 
ment consisted of a major and 11 inspectors—a force which, no matter 
how much time they put in, would be ineffective in inspecting the 
work of the great numbers employed on this job at its peak in January 
and February 1951. Yet apparently the major was ‘“‘on his own;” and 
so were the inspectors, with the clocks ticking off overtime and ma- 
terial shortages harassing a young major who was supposed to earn his 
commendation for doing the impossible. He did a creditable job; 
but his superiors both m New York and Washington should have 
done more than to shunt it off on him and wring their hands over the 
inadequacies of his staff. It can hardly be contended that enough in- 
spectors were not available in the entire engineer organization in its 
manifold activities,'so that they could have been made available from 
other places for the short period between January 5 and February 23, 
1951. 

Everyone seems to have forgotten that this was an emergency job 
and required emergency measures. The whole thing resulted from a 
failure to evaluate the responsibilities involved. 


FIVE-BORO-MALAN CONSTRUCTION CO 


Elsewhere in this report the bidding has been discussed. Much 
criticism was leveled at Five-Boro-Malan Construction Co. and at 
their selection to do the initial work on this project. The committee 
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finds that experience of Five-Boro Construction Co. and of Malan 
Plumbing Co. had been, theretofore, on a very limited scale. Certainly, 
they had never undertaken anything of the magnitude of this opera- 
tion either as originally bid or as finally done under the accelerated 
program. They had very limited resources and personnel. Neverthe- 
less, they were able to support their bid by a surety bond issued by a 
reputable company which was willing to assume the full risk of the 
ability of this joint venture to perform. The committee is unable to 

discover that there was any irregularity in the bidding, as was 
suggested in some of the rumors. And the committee is also of the 
opinion from examining the job done that this contractor performed, 
in accordance with the directions given and the added requirements 
for acceleration, in entire accordance with its responsibility and under- 
taking and that it made delivery of the first increment. The excessive 
costs and perhaps the large profits accorded to the contractor can 
hardly be charged to it. So far as the committee learns this contractor 


followed directions and its contract. It just happens that this con- ‘ 
tractor was away ahead of the district engineer in thinking the thing ' 
through. Here is what the committee found: 


On the initial bidding, the specifications printed and circulated to all 
contractors under date of December 5, 1950, in part III, page SC-3, 
contained this language: 

The Government will furnish to the contractor the following property to be 
incorporated or installed in the work or used in its performance, such property 
shall be furnished at the project site and the contractor will be required to accept 
delivery when made * * * all such property will be installed and incor- 
porated into the work * * * subparagraph B enumerated these items as 
being Government furnished property: “B.”’ Government equipment, furniture, 
fixtures, and materials presently at the base. 

The testimony of an officer of this contractor is that when he ex- 
amined the site preliminary to bidding he saw large quantities of pipe 
and other materials stored on the site, some under buildings, some in 
warehouses, but all of the class and kind which he would be required 
to use under the paragraph cited. His testimony is that he took this 
into account before making the bid. The testimony of the Engineer 
Corps at New York is that they were astounded when this contractor 
pointed out this section of the specifications. The testimony in the 
record is that this material had a value of from $200,000 to $400,000. } 
Apparently, the district engineer didn’t evaluate it in making up his 
estimate of cost and on the face of it this item alone could have ac- 
counted for the fact that this contractor’s bid was $561,000 lower than 
the engineer’s estimate. It is to the credit of the contractor that he 
didn’t appropriate all of the Government equipment and motor power 
which was on the base as he apparently would have had the right to do 
under this specification. 

This instance is pointed out not to indicate any loss to the Govern- 
ment, because the Government obtained the full use of the material 
on the job and the bid which was accepted gave the Government full 
credit for it. But what kind of a job is done by people writing speci- 
fications who do not understand their import and have vot related 
them to the facts? It now develops that part of the material actually 
belonged to the State of New York and reimbursement had to be made 
to it. However, the committee believes that under those circum- 
stances the arrangement to use the material on the site was both 
prudent and provident. 
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This contractor also apparently sensed that this job was to increase 
in scope and gave full value to that factor in making his bid. He was 
eminently right. He read the signs which were apparent to all. And 
he gave them full value in making up a low bid. This was to the 
Government’s advantage but certainly not to the credit of the plan- 
ners of the job. 

Next, it appears that the night before the bids were due an adden- 
dum to the contract was circulated by telegraph to all bidders. The 
successful bidder testifies that upon receipt of the telegram he reworked 
his bid during the night with his estimators and reduced it because 
the effect of the telegram was to remove all element of doubt on the 
plumbing rehabilitation as well as the mechanical and electrical. A 
copy of that telegram is marked as “Exhibit 1”. The testimony of the 
district engineer is that this addendum was solicited by one of the 
plumbing contractors; and it was issued at his request because, after 
consideration, it was felt it would ultimately result in a saving to the 
Government. It did that because the Government got a low bid. 

What is so startling about these instances cited above, which were 
fully evaluated by the successful bidder, is that they were »pparently 
not considered by the other bidders and not fully understood by the 
district engineer and certainly, if understood, were not evaluated either 
by the competitors of the low bidder or the district engineer. 

But why was the decision to make this a cost-plus-fixed-fee job 
postponed? On this point the committee received no satisfactory 
answer. There was not much difference in the information which the 
engineers had in December and what they had in February. The 
committee is of the opinion that there was too much indecision by the 
engineers in the whole letting. 

With the Air Force claiming a project of $6,000,000 mn scope and 
putting up that amount of money, what possible satisfaction was 
there for the engineers going ahead on a $2,600,000 job? 

The whole explanation is unsatisfactory to say the least. The 
Engineer Corps is supposed to be expert in their line. They are 
required to exercise expert judgment. That did not oecur here. 

On May 25, 1951, Five-Boro-Malan presented its termination claim 
and settlement proposal in the sum of $6,330,587. This was supported 
by numerous exhibits and statement of accounts. There was a claim 
for a 15-percent profit which was said to be normal to the construction 
field because of the risk of $450,000 in capital of the contractors and 
$750,000 borrowed in order to complete the first and initial bid. This 
estimate showed a direct material cost of $1,598,431.56, a direct labor 
cost of $1,606,366.70, to which was added an item of $1,977,217 repre- 
senting the settlement proposal of subcontractor and a few items for 
insurance, bonds, ete., for which the contractors were responsible. 
The balance of the items were general administrative and overhead 
settlement expenses and some $76,000 for tools. 

The total cost and claim _Was $5,504,858 to which was added a 15- 
percent profit of $825,728.7 It would thus appear that of the total 
claim of $5,504,858 made | va the Five-Boro-Malan, all but $112,740 
had been expended or obligated 
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BIDDERS’ LIST 


The committee spent some time in examining the method of prepar- 
ing the bidders’ list. This particular project was not limited to any 
type of contractors although the testimony is that the engineer’s office 
made up a small list of selected contractors upon whom i. proposed 
to call for bids. This list was made up by an obscure employee in the 
office of the district engineer of limited practical experience in the 
field of contracting and almost no personal acquaintance with the oper- 
ations of the contractors other than information picked up from gossip 
in the office as to their financial ability, skill, and capacity. Of course, 
he did have the advantage of the brochures on file, if any, but his testi- 
mony was (and it is undisputed) that when a job was to be advertised 
he just went over into a corner and made up a list of contractors whom 
he considered capable. They were the ones who were notified. Any- 
one else who got on the list had to go to the district engineer himself 
or to the head of the Construction Division personally and request 
that he be put on this list. 

This situation does not make any particular difference when the 
job is being advertised in the trade journals or for competitive bid. 
But the undisputed testimony before this committee is this: In bids 
of a classified nature, where the bidding is restricted for reasons of 
security, among others, this same employee follows the same practice. 
No matter how well qualified a contractor, no matter what his ex- 
perience, unless he happens to know the operations of the district 
engineer’s office and waits upon the district engineer or the head of 
the Construction Division he will never be considered on a restricted 
or classified job unless his name pops into the mind of the employee. 
In the way in which this operation is admittedly carried on, it is small 
wonder that the qualified contractors of America are astounded at 
times upon the announcement of awards. This is too great a re- 
sponsibility to be thus shunted off. It is the spawning ground for 
favoritism and influence and the inescapable inferences which follow 
from placing the public business which is the property of all taxpayers 
in such a careless, inadequate, and inept system of selection. If this 
practice prevails in other engineers’ offices, it ought immediately to 
be corrected and the committee recommends that it be immediately 
changed in the district engineer’s office in New York. 


TERMINATION OF FIVE-BORO-MALAN CONSTRUCTION CO. CONTRACT 
‘' AND NEGOTIATION OF COST-PLUS-FIXED-FEE CONTRACT 


The engineers advised that because the initial contract was entered 
into under the circumstances of confusion and doubt heretofore 
recited, it was not suited to the needs of the accelerated program. 
So the contract was terminated on February 23, 1951, for the con- 
venience of the Government. 

The next step was to devise a cost-plus-fixed-fee contract under 
which, because of the cost-accounting features, it was assumed that 
the Government would pay less in the aggregate. 

The method devised by the district engineer as he testified before 
the committee is not entirely satisfactory. Apparently, when he 
decided that the original bid contract was unsuitable he thought he 
was cut loose entirely from all firms or individuals interested in the 

















REHABILITATION COSTS AT SAMPSON AIR FORCE BASE ll 


job. The district engineer said that he felt nevertheless he had a 
“moral obligation’? to Five-Boro-Malan. Why? Because he said, 
and the uncontradicted testimony of the engineers was, that it had 
done a good job; that it had completed on time; that its work was 
satisfactory; but that because its contract was unsuited to the ac- 
celerated program he ought to pick other experienced contractors. 
So, he chose the fifth and the tenth highest bidders and decided to 
award them a cost-plus-fixed-fee contract. Why the second, third, 
and fourth low bidders were not considered he does not attempt to 
explain. If cost were a factor, it would seem to the subcommittee 
that he should have considered those responsible contractors who had 
examined the job and had committed themselves and their sureties to 
perform the work at a lesser cost than the fifth bidder and the tenth 
bidder. ‘This is where the district engineer departs into the realm 
of clairvoyance and discretion; and he says to the committee that 
these bidders had had experienc e in cost-plus work. But on the face 
of it each of them was committed to higher prices than his intervening 
competitors. He said that he had to put pressure on them to get 
them to take this job because of their capacity and know-how. But 
he doesn’t say that at the same time bidder No. 10, Caldwell-Wingate, 
was engaged in performing a job in excess of $20,000,000 for that same 
office and that bidder No. 5, J. A. Jchnson Co., had other substantial 
commitments, and he does the unexplained thing of saying that he 
forced bidders Nos. 5 and 10 to merge and to share their fee with the 
terminated contractor, Five-Boro-Malan Construction Co., because 
he said that he felt he had a ‘moral obligation” to that company 
A moral obligation, the subcommittee mquired, to donate a fee? If 
Five-Boro-Malan Construction Co. were incapable of performing their 
first contract it does not stand the analysis of cold logic to say it 
had suddenly become qualified to participate in another joint venture; 
and it makes less sense to say that for its free participation it was en- 
titled to share in one-third of the fee paid by the Government. The 
district engineer says he urged bidders Nos. 5 and 10 to take this job 
with the promise that they ‘would get the last remaining increment on 
the same basis but without being obligated to take Five-Boro-Malan 
as a participant in that fee. 

Somewhere along the line someone lost heart because, instead of 
handing the future contract to bidders Nos. 5 and 10, the engineers 
decided to advertise the job on a competitive basis. At this point he 
felt that Five-Boro-Malan had gotten all it was entitled to out of 
this job. What gives a district engineer the right to thus casually 
deal out his favor in the highly competitive field of contracting is 
not entirely clear to the subcommittee. Certain rules suggest them- 
selves. One is that upon the failure of the low bidder it would seem 
in order that the next lower bidders (who were admittedly respon- 
sible and interested) ought to have been at least considered: But 
they were not. 

It is no wonder to the committee that the costs have far exceeded 
the engineers’ estimate. Only those contractors were considered 
whose prices were higher than any of their competitors. All elements 
of competition were ignored. It is small wonder, then, that con- 
tractors generally expressed considerable doubt as to the circum- 
stances under which the first contract was let and as to the 
circumstances under which it was terminated. Many testified that 
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the workmen on man job knew from the time it started that unsuccess- 
ful bidders Nos. 5 and 10 were ultimately to be given the work. The 
subcommittee vt not assign psychic powers to workmen, but it 
requires a great deal of explanation, which has not been received, as 
to why these workmen knew exactly what the district engineer pro- 
posed to do on February 23, 1951. 

The subcommittee believes that he would have inspired more con- 
fidence in administration of his office had his choice fallen upon those 
who were willing to stake their own responsibility and that of their 
sureties upon a guaranty of performing the work for less than the 
fifth and the tenth bidders. 


CONCLUSIONS 


The subcommittee is satisfied that the clamor which led to this 
investigation was fully justified because of the amounts paid to 
individuals, skilled and unskilled, who drew such large weekly checks 
because of the excessive use of overtime on this job. 

The subcommittee is wholly unsatisfied with the explanation of the 
district engineer and his superiors as to why the first contract actually 
was put into effect. The explanations simply do not make sense. 

The subcommittee is of the opinion that the Air Force cannot escape 
responsibility for the extravagance which it set in motion. Why did 
it permit the accumulation of recruits which resulted in the great trek 
from Lackland Air Force Base in Texas and the frantic distribution 
to Sampson and other bases yet unprepared? Why did the Air Force 
advise the district engineer that the contract could be performed in 
90 days when it must have known, and the indisputable evidence is 
that it did know, that it required delivery within 30 days? The 
shortcomings of the engineers are manifold; a $2,600,000 contract 
award made for a job w hich ran twice that in cost. But engineers are 
expected to exercise a degree of careful planning which eliminates 
possibilities of reckless and irresponsible actions such as shown in this 
case. Someone’s failure to comprehend his responsibility put this 
burden on the American taxpayer. Competence in administration, 
calm evaluation of objectives were required. The engineers did not 
supply them. The same conditions which led to the termination on 
February 23 could readily have been foreseen on January 1, 1951. 
Expert handling was required. Judgment was called for; experienced 
hands and heads were needed. None of these was in evidence. The 
taxpayers footed the bill. 

L. Gary CLEMENTE, Chairman. 
James E. Van Zanpt, Member. 
Approved, October 19, 1951. 


Cari VINSON, 
Chairman, Committee on Armed Services. 
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Exuisir | 
Serial No. EN G-—30—-075-51-371. 


Corrs oF ENGINEERS, UNITED STaTEs ARMY, 
OrricEe OF THE District ENGINEER, 
New York District, 
New York, N. Y., December 20, 1950. 
To bidders: 
Addendum No. 3 to specifications dated December 5, 1950, for rehabilitation 
program, Sampson Air Force Base, Sampson, N. Y. Bids to be opened 3 p. m., 
e. s. t., December 21, 1950. 


ADDENDUM BY TELEGRAPH 


Addendum NBR 3 Serial NBR ENG-30-075-51-371, opening date 3 p. m. 
e. s. t., December 21, 1950, for rehabilitation program, Sampson Air Force Base, 
Sampson, N. Y. The following changes shall be made to the specification: 

SW-3. General scope.—Insert the following at the end of this paragraph: “All 
new items of equipment required for the mechanical and electrical rehabilitation 
of the various buildings but not included in the unit price schedules will be paid 
for. Delete all reference in the plans and specifications to the contrary.” 

Section 17. Plumbing 

Par. 17-37b. Tests for plumbing systems.—Change the first sentence to read: 
“Soil, waste, vent and water piping shall be tested at the applicable working 
pressure by the contractor and as approved by the contracting officer.”’ 

Delete paragraphs 17—37b (1) and 17-37b (2). 

E. P. Kercuum, 
District Engineer, New York Engineer District. 
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